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PROGRRESS REPORT ON B3IA MANAGEMENT OF INDIAN TRUST FUNDS

~ Prepared
The Intertribal Monitering Asscciation om Indiam Trust yunds
June 8, 1992

This will review the more recent activities of the Depart-
ment, Bureau and the Office of Trust Fund Management ("OTFM") in
working for improvement in Trust Pund Management and, most '
recently, in effecting improvements in other trust asgets manage-~
nent programs as they relate to and affect the performance of

In carrying out its monitoring function on behalf of the
tribal clients of OTFM, the Intertribal Monitoring Association on
Indian Trust Funds ("ITMA") has been guided by directions froa
the tribes. Those directions emphasizs that they wish to avoid
the kinds of quick fixes that give the aAppearancs of action but
de not produce long-term improvement. The tribes recogniza that
the present problem resulted from many years of mismanagement and
therefore cannot be corrected overnight. What they seek is a
s0lid approach that duilds from the ground up. In particular,
the first focus must be on developing a qualified staff at OTPM
that is eapable of managing the new systems, nev approaches,
ete., that must be part of any improvement program. To the
extent possible, the key parts of this staff need to be on board
before any new systems are developed. Svamping OTFM with “help®
before the office is capable of absorbing it, is not helptul.

The assessment of progress that follows has been done within this
franework.

Agcount Recongiliation Prodect

As recommended by ITMA, the reconciliation process undartak-
en by the contractor, Arthur Andersen & Company has been stopped.
It vas ITMA's conclusion that the final approach proposed by
Arthur Andersen would have given the appearance of doing some-
thing but would have failed completely to provide tribes and IIM
agccount holders with the true "accounting”® to which they are
‘entitled. Funds then remaining under the first year contract
have been used to cover completion of certain specific tasks than
in progress and the transfer of reconciliation technology and
methodology to the staff at OTFM. Purther it was recommended
that OTFM should assume the responsibility for reconatructing the
tribal accounts and that a new approach be developed to
accomplish the accounting for auditing and certificatien of all
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.Trust Fund accounts. OTFM, in consultation with ITMA, has

Prepared a draft Indian Trust Funds Reconstruction Project Phase
II Reconciliation and Management Plan Conceptual Framewvork. A
necessarily limited review indicatas this to be a meritorious
plece of work with real conceptual value., In addition, OTFX has
entered into a MOU with GSA to complete the physical inventory of
the financial trust funds records,

However, much remains to be done before a reasoned evaluae
tion of OTFM'Ss comprehensive plan and its capability to execute
that plan can be made. Two significant staffing positions
critical to both plan development and performance must be filled
before significant further progress can be had.

ftxategic Pianping

Until April 1, 1992, the Office of the Assistant Secratary
for Indian Affairs had the responsibility for the preparation of
a strategic plan document for OTF™. That document was deliber-
ately dalayed to parmit reference to the Concept Paper to be .
produced by ITMA. On April 1 responsibility for production of a
strategic plan wvas transferred to the OTPM. In early June, a
draft of the Trust Punds Strategic Plan was forwarded to the
Deputy Commissioner of Indian Affairs for preliminary reviev and

Somment bafore wider distribution in the following week. ITMA
has not yet had an opportunity to review this document.

Office of the Assistant Secretary for Indian Affairs for revievw,
editing and submittal for Departmental approval. Although the
required approvals have not yet been obtained, the Reorganization _
Task Force, by Resolution No. TF=12-002 dated April 29, 19923,
approved and authorized the BIA to proceed with obtaining the
necessary approvals. The task force action vas based, in
significant part, on the endorsement of ITMA, which endorsement
was limited with respact to the total number of new star? ‘
positions proposed othar than the basic organizational framework.
ITMA ind{cated it likely woula Support additional positions once
OTFM develops a staffing and management Plan. With the endorse-
nent of the Task Forca, OTFM has proceeded with its efforts to
£ill certain critical banagement positions. .
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For months OTFM has been operating with unfilled staff
positions at all levels including a number of Xey management
slots. These unfilled positions are those already authorized and
do not include those to be authorized by the approval of the much
naeded reorganization. At a time when the normal recurring
workload, at the management level at least, is equal to or
exceeded by the historical and non-recurring external demands,
the undarstaffing is a particularly acute problea. However, good
progress has been made in recent months, particularly in the last
thirty to forty days. Among the more heartening events are:

Systems Inprovement - A private sactor bank trust
systens specialist of proven competence has been
placed under contract to assist in the development
and implanantation of a systems improvement strat-
egy. In addition, a topnotch systans specialist
from UGS has been made available and is
participating as needed. As a result of this
systens team, which appears to be working
effactivaely and closely with top management, OTPFM
is now in a position to rationally 2gantizy and
prioritize its needs and ¢to responsidbly manage the
work of systems contractors as these projects are
undertaken. »

Trust Funds Ianvestments - A sen to £ill the
position of Chief of the Division of Trust Funds
Inveatzent has been selected. That action was
forvarded to Washington for required approval sone
tvo weeks ago.

Office of the Director - Again, selection of a
candidate for ths position of Deputy Director has
been made and forwvarded to Washington for approve
al. That action was taken three veeks age and is
still waiting approval.

Trust Funds Accounting - The position of Chief of
the Income Collections Division has been filled.

Both quality and guantity of staff continue to be serious
concerns. Howavar, the remarkably good morale and attitude of
the Director and the entire staff under very trying conditions
and the intense attention to staffing needs constitute a basis
for encouragement haere.

o
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Managsment Perforpance

IT™A, in the parformance of its assistance and oversight
roles with OTFM has, inevitably, formed some conclusions with
respect to the management effectiveness of the Department, the
Bureau and OTFM in dealing with the recognized issues in the
broad field of trust asset management. Rriefly, the performance
of the Office of the Assistant Secretary, regardless of intent,
is perceived to have bheen directed to inappropriate "quick-
tixes”, reccmmandations of actions that appear to be helpful bhut
ares without substance, and a continuing micromanagement effort
that has only served to add to the already burdensome demands on
nanagenent at OTFM. The ITMA viev of the impending transfer of
much of the management responsidility now held in the Office of
the Asaistant Secretary to the Deputy Commissioner of Indian
Affairs (requested by the Reorganization Task Porce by Resolution
dated January 29, 1992) is that it is a consetructive one which
should result in Washington level support and assistance not
readily available hersetofore. The Office of the Assistant
Secratary has access to valuable socurces of assistance and needs
to continue to play this important role. However, the decision
on how to use the resources identified by the Assistant Secretary
needs to rest with OTFM which can bast assure the rescurces can
be properly integrated into the other OTFM activities.

With regard to Management performance at OTFM, the ITMA view
is -that given the conditions known to all that have existed, it
has been mors than acceptable and is improving every day. The
management group now in place complemented by those to be added
may just be able to "pull it off." However, it needs to continue
to have clear milestones for progress and to be held tightly to
those nilestones.

Arthur Andersen & COBRARDY CORtragt

It has proven necessary to extend the Arthur Andersen
contract to June 30, 1992 in order to complete all the "windeup®
tasks discussed in the Concept Paper and believed necessary by
OTFM. At this time further work by them, if any, in connection
with the trust fund accounting and auditing project would be in
the role of independent reviawer and attestor to the adequacy of
the scope, procedures, methodology and quality of work performed
by the BIA, tribes or tribal and BIA contractors.

Actualization of Trust Aspets

As the Concept Paper noted, there are problems in the
handling of trust assets that go beyond the managsment of the
monetary assats and can be contributory tc the difficulties in
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collacting, investing, accounting for and distributing. Dave
Matheson, Deputy Commissioner of Indian Affairs, asked ITMA to
Co-sponsor a planning group to begin the development of a Stratae-
gic Plan for the improvement of trust asset nanagement. Members
of that group include rapresentatives from the Reorganization
Task Force, Indian natural resources organizations and all
affected branches of the Federal government. A first naeting of
that group was held in Washington on May 20 and 31, 1992. There,
agreaments wers reached on visions of trust asset management in
the year 2002, barriers to achieving those visions, the need for
further strategy development, and the need for a small core group
of tne parties involved to devise a scope and plan to procaed
<“ith this effort. This particular action could be an effective

~adjunct to actions in process and to be taken at OTPM. The

interrelationship between trust funds and the trust asset systens
that feed into the OTFM make the transfer of responsibility over
OTFM from the Assistant Secretary to the Deputy Commissioner even
more urgant, since the latter oversees the trust asset systams. .
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